The scope of this paper is only comparing several assumption of costs and benefits of intellectual property rights (IPR) as literature review. Moreover, its cover brief current situation IPR particularly a number of laws in China, and discuss two case studies regarding property right issues in China. The outcome from this paper can be considered as measurement of any personal, companies or countries in order to performing join venture, foreign direct investment (FDI), licensing in China and providing several possible solution regarding IPR issues in China.
2 encourage and guarantee fair competition and to protect consumers. Moreover, the regulations also to inform customer regarding make choices among variety of goods and services. This protection may last for indefinite time.
 Second, another type of protection is regulate invention (which protected by patents), industrial designs and trade secrets. Main purpose of this regulation is to encourage creation of technology, design and innovation. Moreover, it's also having social objective which providing protection for investment of new technology; hence provide incentive to support research and development. Intellectual property rights also encourage the technology transfer of technology thorough FDI, joint venture and licensing. This protection usually last depend on the agreement, (for example, 20 year for patents).
Even the Intellectual property rights has generate benefits, however the protection that given to the creator have limitations and exceptions. The IPR is considering the cost and benefit for the holders and user of particular products and services.
Intellectual Property Rights in China
According to EU, china is responsible for almost 60% of all counterfeit goods that had successfully been seized.
Custom officers trace the origin of the goods during he checks on goods when detaining or suspending the release of the goods. However, there are also cases where the export country is hidden by the counterfeiters by using free zones and/or using several transport routes. Due this particular reason, 15% of the articles could not be established.
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According to provenance, the figures are similar:
For some product sectors, other countries were found to be the principle source of counterfeit articles.
In the category "Foodstuff and beverages", Turkey was the main source followed by China; for the category "Cosmetics and personal care products", Georgia followed by Turkey and China were the main sources and for the category "Medicines", Switzerland followed by India and the United Arab Emirates were the main sources. For a complete overview for all categories see Annex 3.
Literature Review
The relationship between IPR and development of economic
The literature review are discussing the relationship between IPR and development of economic especially the advantage and disadvantage of introducing or developing IPR in certain countries.
Increasing IPR has potential disadvantage to reduce revenues in industries that rely on imitating product of developed nations and the innovator may increase the price of protected goods. On the other side, 4 strong level of IPR has potential advantages include increase rate of FDI, foreign technology transfer, local innovation, and research and development (R&D). This situation has raised question, are whether the cost and benefit are in fact occurs or not? What the overall net benefit of strong IPR protection regarding to economic development and consumer welfare.
According to Chin and Grossman (1998) , the countries that less innovates (Eastern countries) are preferred using low level of IPR protection, since it could gain benefit to the innovator's countries (Western countries). However, in short term, this situation may introduce unbalance incentive among the countries. Western countries may give privilege to Eastern to increase the IPR in long term. For example increasing IPR in the East countries may encourage innovation in the East; hence contribute to the economic growth.
Meanwhile, some experts believe that the East was only encouraged to increase IPR if the innovation demand is different from the West. For example, the East is demand innovation of malaria drugs, while the West prefers innovation of cancer drugs. For this reason, if the East increases its IPR protection, the West becomes favorable to focus on the East's needs (Diwan and Rodrik, 1991) . Moreover, Diwan and Rodrik conclude two main aspects in determining the level of IPR protection for the West and East.
First is welfare could be increased if the West had greater IPR protection then the East. Second, as the market size rose in the East, the opportunity for innovation was increased, and the West will reduce the IPR protection to gain the market.
On the other hand, Helpman (1993) found factor influence welfare. Strong IPR in the East is favorable situation for the West, which East worse off. Another factor is production resources moved from the low-wage East to the high-wage West, which made both regions worse off.
Meanwhile, Lai (1998) discussed the effect of IPR protection on the rate of product innovation for longterm period, assuming that technology transfer took place through FDI (foreign direct investment) or imitation product. Lai assume that Western firms doing FDI in the East, and the East will start imitated when Western firms transfer its production to East. Lai found that the level IPR protection in the East depended on the technology transfer methods, which are FDI or imitation. If using imitation as technology transfer method, stronger IPR protection may decrease the rate of innovation, rate of production transfer and wages in the East compare to the West. The effects of this scenario: first, it decreased the rate of imitation; hence the West might become monopoly, which favorable for the West.
Second, it may increase the demand of Western labor and Western wages, which raised the cost of innovation and decreasing the return to innovations.
On the other hand, using FDI as the method of technology transfer had the contrary effect. For the Western, using FDI could lowering its wages by using Eastern labour, meanwhile its might have chance to lose its market to imitator in the East. Therefore, stronger IPR protection in the East resulting increase rate of innovation. Strong IPR protection may increase the monopolies' live, and since the labor from the East, its increase the return to innovation. Lai also believes that as long as the rate of FDI is sufficiently big, the latter effect of imitation and FDI are even.
Meanwhile, the other experts, Grossman and Lai (2004) discuss the effect of harmonization of IPR between the West and the East. The research found that strong IPR level likely resulting efficient in countries with larger market for innovative products and countries with strong human resource. As the result, the experts argued that each country should have its own policy rather than following a global harmonized policy. As conclusion, harmonized IPR are likely to befit the innovator countries (the West), on contrary had potential to disadvantage for less developed countries (the East).
The Intellectual Property in China
China is viewed as a very huge market for multinational firms. But as the economy grows they face some problems in the IPR system. However many of this problems arise by companies about the intellectual property right in China are caused by the mistakes that those firms contribute themselves. Normally the patents issued to foreigners have a high quality since they are usually examined by the Chinese Patent Office's (CPO) best examiners. The CPO has a major requirement and training programme, with substantial assistance from the European Patent Office. However, the well trained and experienced patent examiners are low in number.
3. IP laws and poor enforcement favour domestic interests.
In the developed areas of China, the court system is free of bias in the law or judicial system. The cost of IP litigation is low by international standards, the IP Tribunal of the Supreme Court is of high quality and is making sophisticated judgements, and moreover the time for the entire litigation is very fast by international standards. European Union has aid in improving the quality of the law by providing training and experience to these judges. In areas where the economy are less developed there can be problems of corruption and local bias-China's government is aware of this problems and they plan on addressing these problems through a variety of 6 measures.
Foreign Parties cannot access the enforcement system.
In 2004, the number of patent litigation in China is higher than any other countries, including USA. Most of them (90%) are those were found in favor of the foreign patent holder, compared with an estimate of 30-40% in USA. Many foreign companies lack IP representation in China, which means that proposed actions have to be sent to head office for approval. As a result, injured companies fail to comply with the set timeframe.
The current IPR environment in China
In 1978, China had reformed the policies for the free market economy. Since then, China has been the biggest source of manufacturing products to the world. However, a lack of Intellectual Property laws is the key factor to challenge most companies for doing business in China. The counterfeit products such as watches, leather goods, medicine, were mostly from the origin of manufacturing in China. Last year, China was identified as the top challenge for multinational companies to protect themselves from Intellectual Property thefts (Tang, 2008) . In addition, United States illustrated that most of the counterfeit products found at the United States border were from China ( 
China's Intellectual Property laws
The key framework of Intellectual Property laws in China are the patent laws, the trademarks laws, the copyright laws and the Anti-unfair competition laws follows below.
The Patent law
China composed the first Patent law in 1984. Thus, the law has been amended in 1992 and 2000 in order to strengthen its enforcement and wider the protection coverage. According to TRIPS, the latest Patent law has been amended and wider the period of the patent protection for 20 years from the date of a patent application. The further amendment also added more patentable products which are foods, liquid drinks, and flavorings, chemical and pharmaceutical products. The invention patents are composed under the rule of a first-to-file system. A firstto-file system is defined as the protection will be granted to patents which are the first patent application regardless the original founders (The United States Department of Commerce International Trade Administration, 2003) . This system is not the same as the United States, that uses the "first-to-invent" system. However, the first-to-file system is mostly use in several countries for example the European Union. Additionally, the State Intellectual Property Office (SIPO) is responsible for administrative law enforcement.
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The trademark law
The trademark law was weak at the early stage of capitalism in 1982 (Deacons, 2005) . Then, the government had amended the trademark regulation of framework for more effective in protecting Intellectual Property of entrepreneurs. The latest trademark law is composed to include the registration for certification marks, collective marks and three-dimensional symbols follow the requirement of TRIPS agreement. Similarly, the trademark law is based on a 'firstto-file' system. A filer is required to show no evidence of founder or original ownership. However, the China Trademark office has cancelled all the unfairly registrations by local Chinese companies in order to eliminate criticisms and conflicts. The China Trademark office takes the full responsibility to administer all applications of the registration for marks and logos. Furthermore, the government has extended the scope of law protection to internet domain names, internet copyright, geographical landmarks and other new technologies as to support the growing businesses in the today's world (Tang, 2008) .
The Copyright law
The copyright law was firstly adapted in 1990 and the latest amendment of regulation rules was implemented in 2002. There is no requirement for a company to register its copyright for protection because the copyright law will come to force to protect persons from countries where they have the trading agreement with China for copyright international conventions or in terms of bilateral agreements. The National Copyright Administration (NCA) is responsible for any registrations from any copyright owners who prefer to register their copyrights as for an evidence of ownership in case of enforcement actions.
The Anti-unfair competition law
The government has composed the Anti-unfair competition law to protect for unregistered 
China's IPR enforcement system
The IPR enforcement system of China is presently diffused to govern the Intellectual Property (IP) laws Based on the table above we can see that Almost 80% think that it is ethical to purchase piracy goods. And 75% thinks that the purchase is actually legal. This low awareness in the legal consequences could be driven by several factors.
The factors of IPR in China
Developing and enforcing copyright protection in China is strongly affected by economic, cultural, political, social, and external influences. The special factors to be discussed in this section are, firstly, the external and, second, the cultural aspects.
The External Factors
An external factor -international pressure play in an important way on developing and enforcing copyright protection in China. The Chinese government has been pressured by the international community to improve IPR protection, most notably by the UK, the United States (US) and Japan.
The US -Chinese Relations
The US industry associations were the catalyst for recent campaigns; their lobbying of Congress has led to IPR protection gaining an important place on the agenda of all trade negotiations in China.
In January 1992, a Memorandum of Understanding was signed between the US and China. China pledged to strengthen its principal IP laws including copyright laws, and improvements included the agreement to accede to the Berne Convention and to treat computer software as protected literary works.
Governments, chiefly the US government, believe that stronger protection of their copyrights in China, and the subsequent decrease in copyright infringement, would serve the needs of their companies trying to break into the Chinese market. China has recognized the need to meet some international demands and has responded by developing a comprehensive copyright law system to enforce it. As pointed out by Lazar, it should be noted that while the modern Chinese copyright system meets China's needs, it does not completely satisfy the others, i.e. the eminent US business concerns. Nevertheless, the copyright system in China should be recognized by the US and other governments as a legitimate legal system that reflects the cultural and social background of China while at the same time meeting the basic need of foreign businesses.
Japanese Experiences
The developments of culture and the changes of custom in China and Japan have been linked in countless ways. In context of copyright, the first Chinese copyright law -the Authors' Rights in the Great Qing Empire -was essentially modeled after the Japanese law.
International Organisations and regulations
The World Intellectual Property Organization (WIPO) was founded in 1970. The Berne Convention is one of the earliest copyright treaties. It marks the copyright entered in the international arena with the Berne Convention for the Protection of Literary and Artistic Works created in 1886. The aim of this Convention was to help nationals of its member States obtain international protection of their right to control, and receive payment for, the use of their creative works such as: novels, plays, songs, sonatas, drawings, sculpture, etc. Besides the statutory Article of fair dealing, Berne Convention recognizes the need to maintain a balance between the rights of authors and the larger public interest, particularly education, research and access to information.
The Cultural Aspects
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Cultural difference is another significant factor which influences the development of copyright in China.
Traditional Chinese culture believes that individuals are obliged to share their creations and developments with their community. The individual pursuit of economic gain was seen as a threat to the state and was actively discouraged. Accordingly, new ideas and technologies are considered public goods, and cultural esteem rather than material gain is the incentive for creativity.
The copying of works of almost any kind has been regarded as honorable and necessary in traditional Chinese culture. The soul of the traditional Chinese culture -Confucianism -emphasizes learning by copying applied to all aspects of life in China. It was closely applied to the essential virtues of filial piety and obedience to authority, of not presuming to question the opinions or decisions of one's elders or superiors. It was a powerful influence in all Chinese life, included the judges and magistrates in the traditional legal system before the adoption of 'the reform and opening-up policy' in 1979.
The traditional legal system of China was a mechanism for retaining imperial control over the populace.
On one side, it was a political tool to control society which is strikingly different from the Western legal system; on the other side, it was disgusted by the common people. The great Confucian philosopher Lao-tzu remarked that the more laws and ordinances are promulgated, the more thieves and robbers there will be. What the public respected was ren zhi -rule of man -but not fa zhi-rule of law -with the emperor or governor and the officials possessing the absolute right to rule the people, who in turn had an absolute duty to obey. For the last five decades, people in China have been fed, educated, and supported by a system which does its best to enforce equality among all its members; no one, including intellectuals, is supposed to profit from the work. Consequently, copyright legislation and enforcement have been slow in coming into China.
Copyright enforcement in China is influenced by several factors such as economic, cultural, social, and other external influences. Two special factors that we will bring up are the external and secondly cultural aspects.
Case study
The case study is about the intellectual property rights problem in China between Chengpu and Gillette in July 2006 (China Intellectual Property Report, 2006) . Gillette is a multinational company which has a global market in around the world. Gillette has lots of product line, such as fusion gamer, hair care, shave care, fusion phenom and body wash. Gillette has a concentration product in shave care products, for instance electric shaver, general shaver, and after shave products. Chengpu is one of the electronic companies in Tainan, Taiwan which has concentration products in car stereo parts and audio visual parts manufacturing. Chengpu Electronic has established in 1980 in China.
Gillette found a Chengpu's electric shaver product which similar design with Gillette's electric shaver in China in 2005. Gillette claimed RMB 500,000 to Chengpu in the court because of the infringement of intellectual property rights. Gillette required Chengpu to stop production for electric shaver which has same design with Gillette's electric shaver, and do more research of the factory. Gillette and Chengpu spent 1,5 years in the court to debate about their intellectual property rights.
In 2005, Wenzhou Intermediate People's Court Mingshanting decided that Chengpu must stop production the electric shaver which has same design with Gillette's, and also pay reimbursement to Gillette and cost in the court (RMB 180,000, RMB 8210, respectively). Moreover, Gillette paid RMB 3000 for the legal cost in the court.
The costs and benefits of strengthening IPR in China
Now, we will try to identify the possible cost and benefits to China of strengthening their intellectual property regime. Through necessarily speculative this discussion is informed by a growing literature on the relationship between IPRs and economic development.
Innovation and creative works may benefit China by providing more options on the products available, improving the quality and attributes of existing products, and enriching culture.
Since market participants will have little incentive to compensate creators once the innovation becomes public knowledge, property right in intellectual innovations should be established and their enforcement must be facilitated by the rule of law. This way, the access to the market will be small and IPR owners can charge a monopoly price to compensate the risks and cost associated with the creative process.
Yet, by allowing IPR owners to set monopoly prices for the duration of the intellectual property right, ex post efficiency losses result as the IPR restricts availability and increases cost of using existing creative products. Thus trade-off exists. If the IPR protection is too weak, it discourages creative activity and dampens variety of products available. While if the IPR is too strong, it would create an excessive market power.
To see whether China will gain from adapting a stronger IPRs and enforcing foreign and domestic intellectual property rights we need to consider several effects.
Rent transfer effect
As a net importer of technology, China has traditionally maintained low IPR protection to encourage low-cost imitation. The technology to copy copyrighted movies, music, and computer software are readily available. The large gap between the market price of the "legitimate" product and the cost of production of "close" imitation has triggered people to infringe on IPR. The ability to imitate technology in labour-intensive industries enables many Chinese firms to compete effectively in global markets. The percentage of GDP as trade (export plus import) has increased from 9.8% in 1978 to 34.42% in 1999 (China Statistical Yearbook, 1999 .
Strengthening IPR protection will increase China's cost of technology acquisition as local procedures are required to pay royalties to Western IPR owners or to exit the market. This induces increases in product prices and a transfer of rents and royalties from Chinese consumers and producers to foreign IPR owners (Chin and Grossman 1988 , Maskkus 1990 , Deardorff 1990 , Helpman 1993 ).
Innovation effect
Strengthening IPR could promote innovation and R&D in China. Wu (1995) finds that China's government has undertaken extensive reform of its state R&D institutions since 1978 and has encouraged the development of R&D in the new private industrial sector. Nevertheless, in 1994
China expanded just 0.5% of its GNP on R&D, below the average of 2.92% for developing country (Wu, 1995) . China's R&D as a percentage of GNP increased to 0.71% by 1998, an increase which may be partially due stronger IPR institutions as well as the changing structure of the economy (China Statistical Yearbook, 1999, pp.55, 675) .
Since weak IPR may encourage imitative R&D in China, thereby building up its overall R&D capacity, it also discourages domestic innovation. Considering the sizable market in China and their different taste compared with other innovative nations, strengthening IPR protection may induce greater domestic and local innovation that favours local needs (Diwan and Rodtik, and Evenson and Westphal 1997) .
Two possible reasons that why Chinese law inadequately protect the works of its own inventors and artists are  The enforcement copyrights and patents poses a simple trade-off is the environment that promotes domestic inventive activity at the expense of higher consumer prices and larger transfer of copyright royalties to foreigners.
 The second reason is IPR enforcement is likely will be less "strict" since it generates an additional cost: reduced growth of the stock of knowledge and human capital. To illustrate this, take collage students as an example, when IPR is enforced the price of the textbook will increase and students will have to be the one who bears it. This could result in a decrease in human resource formation.
Direct foreign investment and technology transfer effect
A world investment report by UNCTAD (2007) When a firm seeks to protect its reputation for quality, however, it may prefer FDI over either exports or transferring technology to a local vendor when intellectual property protection is low (Horstmann and Markusen 1987) .
The relation between FDI and IPR will be referred to the research conducted by Markus and Konan (1994) . They tested the relationship using a cross sectional sample of 44 countries and found only weak evidence of positive relationship. Lee and Mansfield (1996) conducted a similar study based on survey data from nearly 100 US firms regarding their perceptions of a country's IPR protection and their investment decisions. The tests are consistent with the proposition that stronger IPR protection is correlated with a greater volume of FDI. 
The issues of Intellectual Property Rights in China
Conclusion
Intellectual Property Right is a complex issue where the decision to enforce it or not will have a tradeoffs between the encouragement to "create" and innovate with the development of human capital. In China especially where there is a huge population and the country is still considered as a developing country, the decision whether to enforce IPR or not is influenced by many factor.
Based on the explanation above, we think that China should enforce the IPR in their country. We think that innovation is what makes a big business and a big business will help the economy country. The long term effect if there are many successful companies that innovates new products the benefits is 15 received by many parties. For example by having new companies that have innovative products it will promote export and aid the Chinese government to achieve a trade surplus. For the people of China, the emerging of new business means more workplace which will reduce the unemployment rate.
Therefore from our point of view the benefit of enforcing the IPR is more that the cost that they need to sacrifice.
